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speeding Up 
Closings 
by 
Richard A. Patterson 
The need for timely financial information by deci-
sion making executives and the urgency of communi-
cating periodic as well as annual results of operations 
to shareholders and other interested parties is well 
recognized. These requirements have placed an in-
creasing responsibility on financial management to 
speed up the information system. The purpose of this 
article is to discuss Certain techniques that have 
proven helpful in accelerating the closing of the books 
and preparation of financial and other operating re-
ports. 
The most important single factor contributing to 
faster closings while attaining the desired level of 
accuracy is a strong system of internal control coupled 
with well organized and documented accounting poli-
cies and procedures. The first step for a company 
embarking on a "speed-up" program is a re-evaluation 
of those factors influencing the capabilities of the 
accounting system with corrective action taken where 
necessary. 
Tighten Up the Accounting Procedures 
One of the most important of these factors is the 
standardization of the accounting system. Preprinted 
standard journal entries should be utilized to insure 
that all entries are recorded and to reduce routine 
clerical effort. Standard charts of accounts and pre-
printed standard trial balances should be developed. 
This is even more important in a multi-unit company 
where the consolidation process is time consuming. 
It is also helpful to maintain individual divisions, plants, 
or subsidiary companies on a consistent accounting 
basis without regard for changes in tax laws, etc. Most 
changes necessitated by tax considerations can be 
made on a consolidated basis instead of at local levels 
with attendant re-training and other complications. 
The number of general ledger accounts should be 
kept at a minimum with liberalized use of subsidiary 
ledgers. Although the subsidiary ledgers should be 
retained on a permanent basis, they do not neces-
sarily have to be formal ledgers, but could consist of 
handwritten work papers. This approach reduces the 
number of journal entries to be written, speeds up 
posting and balancing, and allows several people to 
work on various aspects of the ledgers simultaneously. 
Another technique for reduction of clerical time and 
effort is rounding. Although there are some general 
ledger accounts such as Receivables and Payables 
which generally are recorded to the penny, many ac-
counts (and related journal entries) can be rounded 
to the nearest dollar, reducing the number of digits to 
be written and balanced by a considerable percentage. 
In large companies many reports can be rounded to 
the nearest thousand or ten thousands. 
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Addit ional techniques that wi l l aid in speeding up 
the closing include handwri t ten worksheet reports 
that can be issued in place of t ime-consuming type-
wri t ten or printed reports. Also, many account ing re-
ports are unnecessari ly delayed until all ledgers and 
subsidiary ledgers are balanced. Al l reports need not 
agree exactly with ledger accounts in order to be ef-
fective. Consider the case of companies which have 
detai led budgets for administrat ive expenses. Devia-
t ions from budget can be analyzed and reported as 
soon as the information is available. Management 
wants to act only on these major deviat ions and can 
do so effectively even though the reports may be 
sl ightly out of balance wi th the ledger. 
A formal pr inted control ler 's or account ing pro-
cedure manual is invaluable since it wi l l enable per-
sonnel to handle routine items in an expedit ious man-
ner and save important t ime for decisions with respect 
to unusual transact ions. Signif icant amounts of t ime 
may be saved by determining the f requency of account 
analyses. Often, analyses and related work ing papers 
that are prepared monthly may be completed at less 
frequent intervals with no substantial decrease in in-
ternal control and accuracy. The account ing manual 
and closing schedule should set forth the f requency 
of this type of work. 
Evaluate Present Information 
The second step of almost equal importance is to 
evaluate the information and reports presently being 
generated. One of the major reasons management re-
ceives out-of-date information is the desire of the 
f inancial department to provide all things to all men. 
Often vital information is held up until a complete 
monthly report can be pr inted. The key decis ion is to 
identify those reports that are absolutely necessary 
for intel l igent decis ion making and gear the closing 
toward providing this information. This should be ac-
compl ished in three dist inct steps: 
1. Determine what information is needed, by whom, 
and establish prior i t ies. 
2. Design the information system to meet the pr ior i -
t ies. 
3. Establish a formal closing calendar. 
A helpful technique for determining required infor-
mation is to construct an "u rgency tab le" to review 
information requirements with management and es-
tabl ish which reports are required, by whom, and in 
what priority. A brief example of an "urgency tab le" 
is shown in Exhibits A and B. It is a simple device that 
insures asking the questions contained in the o ld 
newspaper axiom "who , what, when, where, how, and 
why" ; questions that management must answer to es-
tabl ish prior i t ies effectively. 
The first procedure in using the table is to list the 
reports presently prepared, the distr ibut ion of the re-
ports, and the date of distr ibut ion. Next, management 
should be interviewed to determine who actual ly ut i l i -
lizes the information and the cr i t ical importance in-
volved. At the same t ime, the accountant should be 
prepared to advise management on other information 
available for decision making and to quest ion whether 
information not presently generated would be helpful . 
The results that can be expected f rom the construc-
t ion and use of an "urgency tab le" are often start l ing 
and in general can be summarized as fo l lows: 
1. Many reports could be condensed or summarized 
el iminat ing the account ing effort involved in prepar ing 
detai l reports. 
2. Certain executives may have no use for informa-
t ion they receive. The profusion of reports and univer-
sal distr ibut ion may actual ly waste valuable manage-
ment t ime. 
3. Information that executives feel imperative to 
proper decis ion making may not be available or, if 
available, may be in unrecognizable form. 
4. Executives may not be aware of the type of vital 
information that could be made available,, 
5. In many cases it wi l l be found that certain pe-
riodic reports should be prepared more or less fre-
quently than they have been and some reports may not 
Richard A Patterson 
Richard A. Patterson has Just signed the Touche, Ross, 
Bailey & Smart partnership agreement. Mr. Patterson, who 
is in our Detroit office, joined Touche, Ross in i960 after 
graduating from the University of Michigan with a MS 
degree in Business Administration. He serves on the Board 
of Directors of the Detroit Chapter of NAA and is a mem-
ber of the Michigan Association of CPAs and the American 
Institute of CPAs. An article on "Bank Closings" by Mr. 
Patterson appeared in the June issue of the Quarterly. 
SEPTEMBER, 1967 3 
SAMPLE URGENCY TABLE EXHIBIT A 
Information Presently Supplied 
Gross Margin Analysis By 
Product Line 
Statement of Changes in 
Working Capital 
Who Needs 
Present 
Distribution 
All Corp.Officers 
All who receive 
officers book 
Additions or 
Deletions 
Distribute to only 
Group 1 
Some quarterly, 
none monthly 
When 
Present 
Distribution 
10th working day 
20th of the month 
Actually 
Needed 
Weekly by sales 
manager. 20th 
working day by 
remainder of 
Group 1. 
Quarterly 
Comments 
Could be prepared weekly if 
report could cover only those 
lines providing 80% of sales. 
Information replaced by daily 
treasurer's report, monthly 
receivable reports, and 
monthly inventory status 
reports. 
Information That Should Be Supplied 
(Not Presently Available or in 
Unusable Form) 
Daily departmental labor efficiency 
Weekly indirect labor variance 
N/A (Supplied 
Monthly) 
N/A (Supplied 
Monthly) 
Gen. Mgr., Plant 
Superintendent, 
Gen. Foreman, 
Departmental 
Foreman 
(Same as Above) 
N/A 
N/A 
Daily for preceding 
day 
Monday for preceding 
week 
Could be obtained by key 
punching daily production 
reports and time tickets. 
Would provide check on 
monthly efficiency reports 
in addition. 
Would be better if report only 
contained categories varying 
from budgets by 10%. 
SAMPLE URGENCY TABLE EXHIBIT B 
W O R K I N G D A Y S 
1 
(Based on ( 
may not ne 
2 
elayed p 
ed final ( 
3 
•«- — 
eliminary 
losing.) 
4 
closing, 
5 6 7 8 9 
, 
10 11 12 Information Available 
Preliminary: 
Account Balances 
Trial Balance 
Profit and Loss Statement 
Balance Sheet 
Performance Statistics* 
Selective Analyses* 
Final: 
Account Balances 
Trial Balance 
Profit and Loss Statement 
Balance Sheet 
Performance Statistics* 
Selective Analyses* 
In actual practice, these categories would be listed in detail. 
Some items will be needed daily or weekly, some less frequently. 
^ Present reports available from date indicated by arrow. 
~« When needed, based on "urgency table" survey. 
be needed at all. Frequently, special reports initiated 
in the past because of particular operating problems 
continue to be generated, perhaps on a priority basis, 
when their usefulness has diminished or disappeared. 
The information system should be structured to 
provide certain types of top priority information, such 
as sales dollars, on a "flash report" basis which may 
be independent of the normal accounting system. 
Additional flexibility can be obtained if management 
accepts the principle of exception reporting. This will 
permit more rapid reporting of information indicating 
that action should be taken since the preparation of 
reports that reflect operations within control limits 
could be delayed without harmful consequences. 
Analyzing the Closing Procedures 
After determining what information is needed, by 
whom, and the priorities involved, the next step is to 
design the information system to achieve the require-
ments. One approach that has been found satisfactory 
is to construct a network diagram working back from 
the due dates of various reports listed in the "urgency 
table." A simple network example is illustrated in 
Exhibit C. In actual practice the network would be 
considerably more complex because of numerous ad-
ditional jobs that are necessarily performed and be-
cause the individual elements in the boxes take vary-
ing amounts of time for completion. The actual dia-
gram should show, in sequence, the jobs to be 
performed and the tjme required. It will then indicate 
the critical path (the sequence of those tasks of which 
the delay of any one will delay the final closing) and 
will highlight bottlenecks. A network diagram will also 
show functions that could be delayed without retarding 
the final closing and a degree of flexibility will thus be 
achieved. The action to eliminate bottlenecks or to 
provide a cushion on the critical path is, of course, as 
varied as different organizations; however, several 
methods are frequently used. 
1. Additional manpower or overtime may be utilized 
SAMPLE NETWORK DIAGRAM 
PROPOSED CLOSING SCHEDULE 
EXHIBIT C 
W O R K I N G D A Y S 
Preliminary 
Reports 
From 
Plants 
"Flash" 
j Profit [_ 
I and 
I Loss 
>- —J 
I i 
| "Flash" I 
H Balance L 
| Sheet I 
I J 
Final 
Transmittal & 
Adjusting 
Entries 
j Performance i 
i Statistics ! 
Sales 
and 
Income 
Data 
I Cash 
I Position 
I I Net 
Worth 
Final 
Reports 
From 
Plants 
Profit & 
Loss 
— 
Balance 
Sheet 
Retained 
Earnings 
Statement 
Sales 
and 
InJome 
Data 
Performance 
Statistics 
and 
Reports 
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to accomplish the task so that final reports are not de-
layed beyond the date needed. 
2. A job that delays the entire closing may be moved 
forward. An example of this would be an earlier cut-
off on accounts payable utilizing an estimate of un-
recorded trade liabilities. 
3. Developing information in a different format or 
from a different source may enable the closing sched-
ule to surmount a bottleneck. An example of this would 
be the preparation of a customer delinquency report 
by computer based on overdue payments. This would 
be supplemented by the normal aged trial balance at a 
later date. 
Once the "urgency table" is finalized and the net-
work diagram analyzed to eliminate bottlenecks, the 
next step is establishing a formal closing calendar in 
terms of work days indicating the dates for completion 
of certain tasks. The effectiveness of such a calendar 
is limited unless a feedback system is designed to in-
sure that corrective action is taken at the time a critical 
calendar due date is missed or, better yet, before the 
date is missed. 
A major impetus to accelerating the information sys-
tem has come with the increasing use of computers. 
The ability to retrieve and process information elec-
tronically in extremely short periods of time has pro-
vided another tool for management's use in obtaining 
information on a current basis. The mere presence of 
a computer installation does not automatically ac-
celerate the date by which management receives 
vitally needed information. The techniques previously 
discussed are still valid because to a great extent the 
computer is substituting for clerical effort. 
Interim Closings 
Internal reporting is required throughout the year, 
while reporting to stockholders and other outside par-
ties takes place usually only at the end of each quarter. 
Recognizing these needs and the constant effort that 
must be made to provide decision-making executives 
with current financial information, a two-phase closing 
can many times be used to speed up the flow of such 
information. Some companies utilize a two-phase clos-
ing with the second phase being used only in those 
months that coincide with the end of a quarter or when 
external reporting is required. For internal uses, 100% 
accuracy is not always required (accounting is not 
that precise) and sufficient reliance can many times 
be placed on the use of estimates for internal report-
ing. For example, a company with relatively constant 
labor costs can estimate the labor costs for the final 
few days of the month that may fall in a pay period of 
the following month, rather than await the information 
from the payroll department. By such means a phase-
one closing can be accomplished in less time and yet 
provide internal management with reasonably accurate 
information. 
For internal reporting, a company may wish to use 
only the information generated in this phase-one clos-
ing each month. In those months where external re-
porting is a requirement, a second formal closing can 
be used where additional adjustments and accruals 
can be recorded to reflect the greater degree of accu-
racy required. 
The average expired time before an effective interim 
closing is completed usually runs from about ten to 
fifteen working days after the close of the period. 
Modern techniques and the application of old-
fashioned ingenuity should be concentrated toward 
reducing this time lapse —five working days would 
appear to be a reasonable goal with more urgently 
needed information supplied even more rapidly. 
Year-End Closing 
The most important closing is undoubtedly at year-
end when the closing is complicated by the necessity 
of obtaining more detailed and complete information 
for tax and annual report purposes. 
Speeding up the year-end closing calls for a close 
relationship between the company and the certified 
public accountant. The CPA can make a positive con-
tribution in a number of areas. First, assuming an ade-
quate system of internal control with effective account-
ing systems and procedures, much of the audit work 
can be conducted at interim periods. It is obvious that 
work shifted from after year-end to before year-end 
can result in a more rapid closing. Typical examples 
of interim audit techniques include: interim physical 
inventory, confirmation of accounts receivable, review 
of miscellaneous asset and liability accounts, and tests 
of transactions in the property accounts. In the case 
of multi-plant or division companies, complete audits 
at certain locations may be carried out at interim pe-
riods. If a company has foreign subsidiaries, it is often 
possible to arrange for the fiscal year of such sub-
sidiaries to end a month or two before the parent's 
annual closing. Of all the examples cited, probably the 
use of an interim physical inventory can save most 
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time. The work of taking, compiling, pricing, and 
checking a physical inventory is generally the most 
time-consuming feature of the annual closing, and if 
this must be completed after year-end, it generally 
will prevent acceleration of the closing date. 
A second area in which the CPA can assist the com-
pany in speeding up the year-end closing is in encour-
aging management to increase the extent of their 
participation in the year-end audit. Theoretically, the 
ideal situation would be achieved if all detailed work-
ing papers and account analyses were prepared by 
company personnel for review and verification by the 
CPA. In larger companies these detailed working 
papers and analyses should be standardized so that 
consolidations can be made without undue effort and 
rearrangement. Many companies are progressing 
toward this point and experience has indicated a sub-
stantial accelerating effect on the closing schedule. 
This procedure can also have the desirable effect of 
reducing the audit fee. To accomplish this goal, a 
closing schedule should be prepared in conjunction 
with the auditors, indicating the various dates at which 
a certain degree of progress must be attained in order 
to meet the final closing date. The schedule should 
indicate the work to be performed, i.e., account anal-
yses, inventory valuation studies, etc.; the person 
responsible for completing the work; and the date to 
be completed. It is apparent that much preplanning is 
required to maximize the benefit of such a schedule 
and to provide alternative plans if the schedule is not 
maintained. Planning is also necessary to insure that 
all items required for various external reports, includ-
ing reports to the Securities and Exchange Commis-
sion, are included. Preparation of a closing schedule 
can have the additional benefit of highlighting critical 
bottlenecks so that additional manpower or reschedul-
ing can eliminate the problem. 
As a part of the advance planning for year-end clos-
ing, standard audit schedules should be prepared cov-
ering trial balances, profit and loss statements, 
expense statements, reconciliations of profit, deprecia-
tion, labor and benefits, capital summaries or any 
other schedules which include data that must even-
tually be consolidated. The schedules should be ac-
companied by a procedure which clearly outlines how 
they are to be prepared. Complete definitions of line 
items, expense categories, etc. should be included to 
assure uniformity of reporting. 
In larger companies, the use of internal auditors or 
other qualified accountants under supervision of the 
CPA to perform reviews of detailed financial informa-
tion subject to review and verification by the CPA can 
also speed up the closing. Examples of this would 
include: (1) review of branch inventory compilations 
and reconciliations and testings of the arithmetic ac-
curacy of totals and extensions, (2) assignment of 
complete examinations of smaller divisions or subsid-
iaries to the internal auditors in alternate years, (3) 
review of internal audit reports for potential reduc-
tion of audit tests and, (4) collaboration with the in-
ternal audit department early in the year to establish 
an annual program that is compatible with the CPA 
audit objective. 
A third area where the CPA can assist his client in 
speeding up the annual closing involves a close rela-
tionship with management throughout the year. Ac-
counting treatment of unusual transactions or changes 
in financial statement format should be discussed 
when they arise and agreement between management 
and the CPA should be reached before year-end. This 
recurring consultation has become even more im-
portant because of various opinions issued by the Ac-
counting Principles Board of the American Institute of 
Certified Public Accountants, which generally set forth 
the acceptable accounting principle for the specific 
problem. Since many of the opinions relate to areas 
of accounting where alternative treatments have been 
acceptable in the past, the impact of the opinions on 
a company's accounting policies should be the sub-
ject of the earliest possible discussion. 
A fourth area where the conduct of the audit can 
affect the speed and reliability of the year-end closing 
involves the early review and evaluation of the system 
of internal control, data processing and accounting 
procedures. This phase of the audit examination can, 
and frequently does, result in identification of bottle-
necks and other procedural weaknesses. Implementa-
tion of the CPA's recommendations can result in faster, 
more accurate closings. The review of the system of 
internal control frequently includes flow charting the 
accounting system. A careful review of the flow charts 
might well indicate the areas where additional plan-
ning would succeed in achieving a more rapid closing. 
As previously indicated, preparation of network dia-
grams for use in analyzing the closing process is a 
valuable technique. If flow charts have been prepared 
by the CPA, they could well serve as the starting point 
for such a project. 
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Summary 
The responsibility for providing more rapid dissemi-
nation of critical financial information is properly 
placed on the financial executive. The key to discharg-
ing this responsibility is adequate administrative plan-
ning. Some of the techniques to support this planning 
have been discussed and their use can be of benefit 
in implementing the decision to speed up closings. 
Two distinct objectives emerge as primary consid-
erations. First is the need for advising management, on 
a timely basis, of those facts needed for intelligent 
decision making. These may include budget variance 
reports, flash reports of sales, costs, profits and re-
lated performance statistics and other pertinent data. 
More New CPAs 
Boston — Louis S. Carmisciano, Angela F. Fiorelli, Lewis 
P. Gack, James B. Karter 
Chicago — Chris Bohus, Robert Callaghan, Thomas 
Floyd, Ronald George, Al Haight, Robert Rohleder, 
Russell Zimmerman 
Dayton-James A. Clark, David E. Grayson, Kenneth E. 
Steinke, Ginita Wall, David L Watts 
Detroit - Raymond S. Camilli, Peter A. Cartwright, 
James M. Edgar 
Grand Rapids — Kenneth J. Horjus, Everett A. Veldman 
Houston — Larry J. Arnie, William R. Cox, Gary L. Duke, 
Sharron E. Potchernick, Gary K. Ryan, Rayford H. 
Trammell 
The need for extreme accuracy is not as great for 
these internal reports, and a two-phase closing pro-
cedure can be adopted to provide more accurate data 
in a relatively short time after the end of the period. 
The second objective is the formal closing of the 
books and the preparation of detailed financial state-
ments for internal use as well as for stockholders, 
governmental bodies, etc. Accuracy is paramount as 
these become the official historical records of the 
company; nevertheless, constant effort must be made 
to speed the ultimate closing while maintaining the 
accuracy of recorded data. This can best be achieved 
by administrative planning in the development of the 
management information system. 
Memphis— William R. Hill, Frederic B. Kesselman, Roy 
Thurmond, Jr. 
Newark— Daniel Friedenreich 
New York-Wi l l i am C. Boettger, Daniel Friedenreich, 
Grant W. Gregory, Leon Kurland, Steven J. Leifer, 
William M. Skehan. 
Pittsburgh - James R. Allen, Joseph M. Hatalla, Robert 
H. Williams, Ronald W. Wurthner 
Portland — Thomas Nelson 
St. Louis— Philip J. Degnan, Jr., Gary F. Echols. 
San Francisco — Robert Brandenburg, Gerald Cunha, 
Manny Haber, Charles Kenney, David Tyler 
Seattle — Thomas Douglas, Donald P. Heffernan, Mel-
vyn R. Kays, Larry N. Morrow 
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